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SUBJECT: DISBURSEMENT OF FMS CREDITS POR KENYA 

1. PERMANENT SECRETARY OF KENYA PINANCE MINISTRY TELEPHONED 
EMBASSY ON JAN. 3 TO SEEK CLARIPICATION OP CONFUSING REPORT 
RECEIVED PROM KENYA EMBASSY IN WASHINGTON REGARDING DIS- 
BURSEMENT OP PUNDS UNDER KENYA'S PMS CREDITS. KENYA EMBASSY 
HAD REPORTED RECEIVING A COMMUNICATION PROM THE TREASURY 
WHICH WARNED THAT PAILURE TO DISBURSE $1.5 MILLION RPT $1.5 
MILLION BY DEC. 31, 1976, PROM LOAN SIGNED JUNE 1976 RPT 

1976 WOULD RESULT IN LOSS OP THE CREDIT. 

2. PERMSEC RELEPHONED EMBASSY AGAIN ON JAN. 4 TO SAY HE 

HAD JUST RECEIVED COPY OP LETTER FROM KENYAN CHARGE D'APPAIRES 
IN WASHINGTON WHICH INDICATED THAT THE AMOUNT OF $1.5 MILLION 
WHICH REQUIRED IMMEDIATE DISBURSEMENT WAS BALANCE OP LOAN SIGNED 
IN JUNE 1975, NOT 1976. CHARGE'S LETTER SAID CROSSWHITE 
OP TREASURY HAD INFORMED HIM THAT A DOCUMENT HAD TO 
BE SIGNED JANUARY 7 TO AVOID LOSS OF THE CREDIT. 

3. WE ARE UNDER IMPRESSION THAT JUNE 1976 LOAN CAN 
BE DISBURSED ANY TIME THROUGH DECEMBER 1977, SO WE 
CONPIDENTIAL 

CONPIDENTIAL 

PAGE 02 NAIROB 00083 04I234Z 

ASSUME THAT URGENCY OP DISBURSEMENT PERTAINS TO 1975 
LOAN AS STATED PARA 2 ABOVE. HOWEVER, WE CANNOT UNDER- 
STAND WHY THERE IS UNDISBURSED AMOUNT OP $1.5 MILLION. 

THE PIRST $1.5 MILLION OP THE 1575 LOAN WAS TO HAVE 
BEEN DISBURSED IN AUGUST 1976 AS DOWN-PAYMENT POR 
P-5E'S WHEN LOA FOR FMS CASE "PEACE DRUM" WAS SIGNED. 

THE BALANCE OP THE 1975 LOAN IN THE AMOUNT OP $3.5 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


MILLION WAS USED TO MEET PROGRESS PAYMENT DUE BY 30 
NOVEMBER 1976. KENYA EINANCE MINISTRY ASSURE US THAT 
IT SENT INSTRUCTIONS TO EEDERAL FINANCING BANK IN 
LATE NOVEMBER TO TRANSEER THIS AMOUNT TO USAE. THUS 
THE ENTIRE $5 MILLION LOAN SIGNED JUNE 1975 SHOULD 
HAVE BEEN APPLIED TO PEACE DRUM FMS CASE WELL BEFORE 
DEC. 31 DEADLINE. 

4. KENYA GOVERNMENT IN THE PAST HAS BEEN UNWILLING TO 
AUTHORIZE ITS CHARGE D'AEEAIRES IN WASHINGTON TO SIGN 
LOAN AGREEMENTS, AND WE UNDERSTAND FROM FINANCE MINISTRY 
PERMSEC THAT IT WOULD BE EQUALLY RELUCTANT TO HAVE 
CHARGE SIGN AUTHORIZATION TO DISBURSE LOAN EUNDS. IE, 

AETER INVESTIGATION OF CONFUSION OUTLINED IN PARAS 

1-3, IT IS STILL NECESSARY FOR SOME DOCUMENT TO BE 
SIGNED BY JANUARY 7, WOULD U.S. TREASURY ACCEPT 
TELEGRAPHIC AUTHORIZATION PROM KENYA MINISTRY OF 
FINANCE, TO BE POLLOWED BY SIGNED LETTER DATED NO 
LATER THAN JANUARY 7? 

5. AT THE SPECIPIC REQUEST OP KENYA MINISTRIES OP 
FINANCE AND DEFENSE, URGE THAT ALL RPT ALL PURTHER 
COMMUNICATION WITH GOVERNMENT OP KENYA REGARDING 
PMS PAYMENTS, DELIVERIES, ETC., BE PORWARDED VIA 
AMEMBASSY NAIROBI, IP NECESSARY IN PARALLED TO ANY 
NOTIFICATIONS PROVIDED TO KENYA EMBASSY WASHINGTON. 

AS POREGOING ILLUSTRATES, KENYA EMBASSY WASHINGTON 
IS UNFAMILIAR WITH FMS MATTERS AND CANNOT ENSURE 
TIMELY ACTION BY APPROPRIATE OFFICIALS IN NAIROBI. 
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